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The relative frequency of cases with Permanent Partial Disability
benefits dropped for October 1984 data. This is the first sample with
a significant number of new-law cases, and the reduction is probably
due to the more objective schedules for rating disability under the
new law. The disability schedules do not permit ratings when there is
no objective medical evidence of permanent injury. They are also
expected to reduce the frequency of "nuisance" awards paid by insurers
fearful of the uncertain outcome of litigation in cases where there is
no real Permanent Partial Disability by making outcomes much more
predictable.

The average amount of Permanent Partial Disability benefits came down
significantly to $6,969 in October 1984 from $8,315 in April 1983.
Part of this reduction is probably due to the decrease in litigation
and faster, more successful returns to work. The largest reduction in
these costs came in October 1984, a month with the highest percentage
of new-law awards in it. This is probably the result of the relative
frequency of Impairment awards being greater than the predicted 80
percent due to the better-than-expected experience of employers and
insurers in returning injured workers to suitable, gainful employment
(see the PPD Open Claims Study).

Although the reduction in benefits would seem to leave injured
employees with less compensation, this condition is ameliorated in two
ways. First, more employees are getting suitable, gainful employment
and will become self-sufficient again. Benefits in no state are high
enough to compensate an employee adequately for a lifetime disability.
Secondly, Permanent Partial Disability awards are being obtained with-
out litigation in many more cases with a resultant savings to the
employee in attorney's fees. The attorney's fee on the average
Permanent Partial Disability award (if litigated) is significantly
more than the drop in the average size of the award. The savings to
an employee from not having to hire an attorney exceeds the reduction
in the average size of the award.

The average amounts of Temporary Total Disability and lost time are
down substantially for the Permanent Partial Disability cases in
October 1984, again by about one-third. This reduction is very
encouraging and is consistent with the other data in the study, as
well as with the Open Claim Study results.

The litigation rate for cases with PPD awards has decreased 31 percent
from April 1983 to October 1984. Cases with Permanent Partizl
Disability awards usually involve more serious injuries, so the
decline in litigation.for these claims is a very promising sign. It
may be too early to assign credit for this reduction to the new-law
benefit changes alone. Most probably, it is due also to the new
administrative procedures, which were instituted in July 1983, and to
better claims handling by insurers. Regardless of the causes, this
reduction should prove to be a major cost-saving factor.
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The reporting of Temporary Partial Disability benefits is thought to

be inadequate and unreliable.

While conclusive generalizations cannot

be made, such reporting is more reliable on closed cases than on open
cases and this data is probably better than that in the other two
studies. An increase in frequency of TPD cases is to be expected as
employers become more aggressive at returning workers to light-duty
jobs and will partially offset the savings in TTD.

VIII. abj
A. Total cases 111 9.4
B. Return to.

work 76 68.4
C. RTW when

referred

less than:
1. 90 days 15/17 88.2
2., 180 days 8/14 57
3. More than

180 days 22/28 78
D. $RTW. for D.O.I.

1. Pre-%/1/82

2. Between 9/1/82

1/1/84
3. Post 1/1/84

E. Tim 0

30 days

60 days

90 days

180 days

360 days
More than
360 days

YU WD

2
17
41
18

66 .7

88.9
0

ral_less

3.4
15.3
28.9
52.7
69.6

30.5

2tion:
134
105 7

39/46
27/34

37/41

an:
7

26

46

100

21

8.3 210 11.8
8 165 78
85 80/90 88.9
79 36/43 83.7
90 49/64 76.5
74.6 64.7
82.5 87
0 0
5.8 S 4.6
21.5 53 26.9
38 90 45.7
66.1 133 67.5
82.6 l61 81.7
17.4 36 18.3

418
351

163/179
101/115

108/135

21
105
179
294
362

67

13.5
84

9l.1
87.8

80

75

88.5
84

4.9
24,5
41.7
68.5
84.4

15.6




31

This category of data includes all those cases which have been
referred to rehabilitation at any time during their progress through
the system,

Cne goal of this study was to develop adequate information about the
performance and success of rehabilitation in the Minnesota's workers'
compensation system and the impact on outcomes of such factors as
referral time and benefit incentives. However, the relatively small
number of cases means results are not conclusive enough to be useful.
The Department will be conducting a separate Closed Claim
Rehabilitation Study, to be completed this summer.

One interesting aspect of this data, however, is the percentage of
return to work for different dates of injury. As one would expect,
relatively recent cases have a much higher return-to-work rate than
the very old cases, which sometimes went a year or more before being
referred to rehabilitation. This is consistent with the theory that
the rehabilitation success rate is higher the earlier a case is
referred.
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APPENDIX
DATA SOURCES

This was an Open Claim Study of data taken from Department files.
Random samples of 1,000 claims with dates of injury of March 1983 and
March 1984 were selected. There is no standard definition for busi-
ness size, so for the purposes of this study, the following defini-
tions were used: a small business was defined as one with 0 to 50
employes, a medium-size business as one with 51 to 249 employees, and
a large business as one having 250 or more employees.

Small businesses are often defined as those with ten or fewer
employees or 20 or fewer employees. Such businesses constitute a
large proportion of the businesses in Minnesota, but they contribute
relatively few injuries to the data base. The size definition of 0 to
50 was chosen to assure an adequate sample of injuries from small
businesses so reliable statistical conclusions could be drawn. The
sizes of the businesses in the sample were determined from Dunn &
Bradstreet lists, with supplementary information based on individual
knowledge of larger companies and telephone calls to other companies.
Business size was determined for approximately 88 percent of the
claims from both March 1983 and March 1984. Random samples were then
selected by computer based on the ratio of small, medium and large
businesses in each month's data base. For example, 28 percent of the
March 1983 claims originated in small businesses; therefore, the March
1983 sample includes 280 claims from small businesses.

Data was obtained from Departmental computer files, which include
information from First Reports of Injury, First Payment Notifications,
First Medical Reports, Notices of Discontinuance and other forms filed
with the Department by self-insured employers and insurers.

Whe. - information from the computer file was incomplete, the paper
files were examined individually, and in some cases, reference was
made tc rehabilitation files to determine the progress of the cases,
Where rehabilitation files provided inadequate information about the
outcome of the case, the qualified rehabilitation consultant in charge
of the case was contacted to find out what had happened.

II. Status of Claims:
A, Claims with no lost time

This category includes claims on which a First Report of
Injury was filed but no First Payment Notification was filed
and there was no evidence of either Temporary Total or
Temporary Partial Disability benefits having been paid. This
also includes claims in which Permanent Partial Disability
awards had been paid but no Temporary Total or Temporary
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Partial Disability benefits. These cases were examined by
hand and found to be mostly injuries, such as hearing loss,
which had resulted in Permanent Part1a1 Disability but no
lost time.

Claims with return to work

This information was obtained from Notice of Discontinuance
forms for March 1983 claims and from Notice of Discontinuance
or Notice of Intention to Discontinue forms for March 1984
claims. In some cases in which Notices of Discontinuance had
not been filed, reference was made to the rehabilitation files
and information about return to work was obtained from the R-8
rehabilitation form, if that was present.

Claims still open

This category includes claims in which the employee is still
receiving Temporary Total Disability benefits. It also in-
cludes cases in litigation or in which a rehabilitation plan
is still in progress, even though the employee has returned to
work. Claims in which the employee had returned to work but a
Permanent Partial Disability award was still pending or
Temporary Partial Disability benefits were being paid are not
included in this category. Reporting of Temporary Partial
Disability benefits is not adequate to draw conclusions about
their payment in these cases, so substantial number of cases
that insurers would consider open were not considered open for
the purposes of this question.

Cases closed with no return to work

This category includes those cases for which a Notice of
Discontinuance had been filed in 1983 indicating no return to
work or a Notice of Intention to Discontinue had been filed in
1984, the discontinuance was permitted and no later liti-
gations filed.

Cases open with return to work
This category includes those cases in litigation or in which a

rehabilitation plan was still in progress, even though there
has been a return to work. This includes a few, but by no

means all, of the cases in which Temporary Partial Disability

benefits are being paid; because of poor reporting, it was not
always possible to identify them.

Truncated Sample Data:

In order to obtain comparable samples of truly closed claims
from each year from which to draw conclusions about the average
duration of disability and the cost of Temporary Total
Disability benefits, the 96 percent of the cases showing the
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shortest duration of Temporary Total Disability benefits were
selected. Cases still open were treated as being of longer
duration than all closed cases for the purpose of this sample.
Eliminating the four percent of the cases with the longest
Temporary Total Disability duration from each sample, deleted
all cases in which there was, as yet, no return to work. The
96 percent of lost-time cases remaining should be a comparable
sample of closed lost-time cases with a similar distribution of
injury severity.

The average duration of disability was determined by dividing
the Total Temporary Total Disability benefits reported in each
case by the weekly compensation rate for that individual case
and multiplying the result by seven (for a seven-cday week),
rather than dividing averages by averages for all cases.

The average Temporary Total Disability award was taken directly
from the Notices of Discontinuance. If a notice was not filed,
the case was reconstructed from the rehabilitation file by
Department rehabilitation specialists, who estimated the amount
of Temporary Total Disability paid by multiplying the amount of
lost time by the compensation rate.

TTD Data:
A, Claims With No Temporary Total Disability

This category includes all claims in which no Temporary
Total Disability benefits were paid, even if some Temporary
Partial Disability or Permanent Partial Disability benefits
were paid.

B. Claims With Temporary Total Disability

This category includes those claims in which Temporary Total
Disability benefits were paid according to reports in the
Cepartment's files. The average lost time in days was
calculated for these samples just as it was for the samples
in the truncated sample data: that is, by dividing each
case by the weekly compensation rate and multiplying that by
seven (for a seven-day week). The average includes all
cases which had closed or returned to work, but doces not
include cases in which the claim was still open with no
return to work since the total amount of Temporary Total
Disability benefits had not yet been reported for such
cases.

Denied Claims:
This category includes all reports of primary denial of

liability by insurers to the Department, whether or not
liability was later accepted.
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Litigated Claims:

This category includes all claims on which any type of claim
petition was filed at any time during the life of the claim. It
does not include claims in which administrative conferences,
mediation sessions and other nonadversarial dispute resolutions
were requested, but it does include cases in which claim
petitions were filed and later withdrawn due to settlement.
Such cases are considered by the Department to be litigated,
even though they do not go to hearing, because they have been
moved into the formal adversarial arena.

PPD Data:
A. Permanent Partial Disability Awards

This category includes all those cases from the two samples
for which the report of a payment of a Permanent Partial

Disability award was received.
B. Lost-time Claims with Permanent Partial Disability

This category includes those claims which have both a
Permanent Partial Disability award and a Temporary Total
Disability award. Permanent Partial Disability awards are
reported to the Department by a Notice of Discontinuance,
and as a result, they always include information about
Temporary Total Disability benefits even when the case is
not yet closed. An analysis of Permanent Partial
Disability awards in cases in which no lost time was
reported indicated the computer information was correct and
the Permanent Partial Disability awards were for such
injuries as hearing loss, which had resulted in no lost
time.

Claims With Temporary Partial Disability Paid:

This category includes all claims for which a report of
Temporary Partial Disability benefits was received. Since
notices of return to work frequently include information about
Temporary Total Disability benefits, these statistics are
considered unreliable. The Department's Records and Compliance
staff believe that reporting of Temporary Partial Disability
benefits is not adequate to draw conclusions.

Return to Work:

Percentages in this sample are taken from the base of cases
which show some Temporary Total Disability benefits paid at
some time, Tctal lost time is determined by taking the total
Temporary Total Disability benefits paid divided by the weekly
compensation rate divided by seven. The time is shown in days,
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based on a seven-day week. "Less than 30 days" indicates
claims with less than 30 days of Temporary Total Disability
benefits paid, and so on.

Claims Referred to Rehabilitation:

This category includes all cases in which a rehabilitation
referral has been received by the Department. Time between
injury and referral has been taken to be the time from the date
of injury to the "Insurer's Answer to a Request for Rehabili-
tation™ or the filing of an R-2 "Rehabilitation Plan”" form,
whichever comes first. In cases in which no insurer's answer
has been received, the employee's Request for Rehabilitation is
taken as the referral time. "Referred Claims Resulting in
Return to Work" includes only those claims which have a return
to work by the time the sample was taken in January 1985. No
attempt was made to determine how many claims with rehabili-
tation had closed without & return to work, and it is believed
that most claims not falling into this category are claims that
are still open from the point of view of the rehabilitation
program and return to work is still anticipated.

E. The percentage of general sample cases still open as of
January 27, 1985 that have not been referred to rehabili-
tation:

This category includes all those cases which show no return
to work or no closing without a return to work but have not
been referred to rehabilitation. No such cases were found
in either sample.

Average Temporary Total Disability Paid on Claims:

This is the average of dollar awards for Temporary Total
Disability for all claims open and clcsed. As open cases con-
tinue to close in this sample, it is likely these numbers will
rise, probably more for the 1983 sample, which has more open
claims.
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To take a more detailed look at Permanent Partial Disability awards,
which are those awards affected most by the new two-tier system,
samples were drawn of all Permanent Partial Disability awards reported
so far for injuries that occurred in either March 1983 or March 1984.
Business size was determined for these samples in the same way as in
the Business-Size Open Claim Study. This is also an Open Claim Study,
since many of these cases are still open from both the point of view
of the insurer and the status of rehabilitation. The total number of
Permanent Partial Disability awards to date shows a much larger number
for March 1983 than for March 1984, This is probably due in large
part to the fact that many March 1984 injuries which will result in
Permanent Partial Disability awards have not yet healed enough to be
rated and reported.

II., Status of PPD Claims:
A. Permanent Partial Disability Awards Without Lost Time

This category includes cases in which a Permanent Partial
Disability award was reported but no Temporary Total
Disability benefits were paid. Upon examination, these cases
appear to be correctly reported as no-lost-time cases because
the injuries are most frequently hearing loss or some other
injury which did not result in an actual loss of time from~
work.

B. ‘Awards With Return to Work

This category includes all those cases in which a Notice of
Discontinuance or a rehabilitation form has been filed indi-
cating the employee has returned to work.

E. Closed Without a Return to Work

This category includes those cases in which the Notice of
Discontinuance for 1983 claims or the Notice of Intention to
Discontinue for 1984 claims has been filed indicating no
return tc work and the discontinuance was permitted.

F. Open With a Return to Work
This category includes those cases in which a return to work

has been reported but a rehabilitation plan is in progress or
litigation is pending.
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Size of Permanent Partial Disability Award:

The size of Permanent Partial Disability awards was taken from
insurers' reports submitted with Notices of Discontinuance. The
large difference between 1983 and 1984 averages is probably due
in part to the fact that only the smaller injuries for 1984 have
yet been reported.

Size and Duration of Temporary Total Disability Award:

This was calculated from Notices of Discontinuance or Notices of
Intention to Discontinue, For cases in which no Notice of
Discontinuance was received, the information was derived from
rehabilitation files by multiplying the apparent lost time by the
compensation rate for the individual employee. The average
duration of disability in days was calculated by dividing the
Temporary Total Disability paid by the compensation rate divided
by seven (for a seven-day week). The number was calculated for
each individual case separately, not as an overall average. The
average rate refers to the averace Temporary Total Disability
compensation rate per week detc.mined either from the First
Report of Injury, the First Payment Notice, or the Notice of
Discontinuance.

Temporary Partial Disability Awards:

The total number of Temporary Partial Disability awards was
determined from the Notice of Discontinuance and Notice of
Intention to Discontinue forms and rehabilitation reports. These
reports are considered to be an underestimate of the actual
number of Temporary Partial Disability awards being paid, because
the reporting of these awards is the most unreliable of various
insurance company reporting activities with the Department.

Litigation:

This category includes any case in which a formal ci.:m petition
had been filed at any time. Cases in which claim petitions were
filed but which were settled before they came to a formal hearing
were 1included because those cases had entered a formal
adversarial arena. Cases which involved an administrative
conference, a mediation session or other nonadversarial dispute
resoluticn proceeding were not included.
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Fer the purposes of this study, all claims reported to the Department
as closed during the months of April and October 1983 and April and
October 1984 were included. Departmental reports interpreted as
indicating closed cases included:

1. Notices of Discontinuance;

2. Notices of Intention to Discontinue in which the discontin-
uance was permitted;

3., First Reports of Injury indicating no lost time;

4, First Payment Notifications indicating small Temporary Total
Disability awards with no further activity in the file for
more than nine months after the first payment;

5. First Payment Notifications with no further activity in the
file, where a detailed examination of the file indicated a
trivial injury and a likelihood the employee had returned to
work even though a Notice of Discontinuance had not been
filed;

6. R-8 rehabilitation forms closing out rehabilitation where an
examination of the rehabilitation file determined the file
is actually closed; and

7. Orders from the Office of Administrative Hearings or the
Department's settlement judges settling cases where an
examination of the file indicated the case was closed.

For cases in which lump-sum settlements had been awarded either as
Stipulations for Settlement or by court orders and those lump sums
could not, upon analysis, be broken down simply into dollar amounts
for Temporary Total Disability benefits,. Permanent Partial Disability
benefits, medical benefits and so on, the following "rule of thumb"”
was used: 20 percent of the lump sum award was considered to be for
medical benefits and was not included in this study; 25 percent was
considered to be for Permanent Partial Disability awards and was
calculated into the averages for Permanent Partial Disability awards;
55 percent was considered to be for Temporary Total Disability
benefits and was included in the averages for Temporary Total
Disability benefits. This system was used for all four months of the
Closed Claim Study and was based on the breakdown of benefits deter-
mined by the Department of Insurance in the 1982 Study of Workers'
Compensation. It was not necessary to use this procedure in the
Business-Size Open Claim Study because of the lack of lump-sum settle-
ments and stipulations. Cases from the Business-Size and Permanent
Partial Disability Open Claim Studies have not proceeded far enough in
litigation to have stipulated lump-sum awards.
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In each of these cases, the filing of an additional document at a
later date was considered evidence the file had not, in fact, been
closed and the file was eliminated from the study. The total number
of cases in this sample reflects, in part, varying activity rates in
the Department in closing cases. Since the new Workers' Compensation
Law took effect July 1, 1983, the number of cases closed for the
Department's purposes has exceeded the number of cases opened by
several hundred every month. 1In addition, October is an unusually
active month, and October 1984 was the most active month the
Department has ever had in closing cases.

II. Denials:

This category includes those cases in which a Primary Denial of
Liability was filed by the insurance company, whether or not
benefits were later paid on those cases.

IIT. No-Lost-Time Cases:

This includes those cases which show no payment of either
Temporary Total Disability or Temporary Partial Disability
benefits. In some cases, there may be payment of Permanent
Partial Disability awards. Such cases are only required to be
reported to the Department when they include Permanent Partial
Disability awards. However, the large number of reported
no-lost-time cases 1is a result of efforts by both the
Department and insurers to ensure that injuries are reported
promptly, even when it is unlikely that lost time will result.
As a result, the size of these numbers depends more on
reporting behavior than actual activity in the system. There
are many more no-lost-time cases than are indicated in this
sample occurring each month, but most are not reported to the
Department.

Iv. Litigation:

This category includes all those cases in which a claim
petition has been filed at any time, even if the claim petition
was resolved by a settlement before a formal hearing. This
does not include cases in which there was a nonadversarial
dispute resolution proceeding, such as an administrative
conference or mediation session. New-law cases are those in
which the injury occurred after January 1, 1984, which means
the Permanent Partial Disability schedules and new-law benefits
would apply. Old-law cases include all older cases.

The number of cases with Permanent Partial Disability awards
includes those in which an examination of the file indicates a
Permanent Partial Disability award was paid.
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Objections to Discontinuance include those cases in which a
formal claim petition objecting to the discontinuance of
Temporary Total Disability benefits was filed. It does not
include cases in which an employee objected to Notice of
Intention to Discontinue and requested an administrative con-
ference, unless that employee later requested formal litigation
by filing a claim petition.

Temporary Total Disability Data:

Cases with Temporary Total Disability include all those cases
in which Temporary Total Disability benefits were reported to
the Department at any time during the life of the case. The
average duration of disability was determined by dividing the
total dollar amount of Temporary Total Disability benefits by
the weekly compensation rate divided by seven (for a seven-day
week). This calculation was done for each individual case and
an average taken of the number of lost-time days derived.

The average weekly compensation rate was derived from cases in
which Temporary Total Disability benefits were paid. No
attempt was made to weigh the rate for longer or shorter
duration of disability cases. The average amount of Temporary
Total Disability (TTD) benefits paid is taken directly from the
claim files, except where information on TTD benefits was not
included on a Notice of Discontinuance. In these cases, the
number has been reconstruted from the rehabilitation files by
multiplying the lost time indicated in the rehabilitation file
by the Temporary Total Disability rate. It was rarely
necessary to make this determination, Cases with Temporary
Total Disability of less than 30 days and so on were identified
by the duration of Temporary Total Disability, calculated as
above.

Permanent Partial Disability Data:

This category includes all those cases in which an award of
Permanent Partial Disability at any time during the life of the
case was reported.

The average amount of Permanent Partial Disability awards was
taken directly from the information on the Notices of
Discontinuance or settlements or court-ordered agreements from
the litigated cases.

The average amount of Temporary Total Disability awards was
determined in the same way.

The average duration of Temporary Total Disability was deter-
mined by dividing the actual dcllar amount of Temporary Total
Disability benefits by the weekly compensation rate divided by
seven in each individual case.
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The average Temporary Total Disability rate is the last rate at
which Temporary Total Disability benefits were paid as reported
from the First Report of Injury, the First Payment
Notification, or the Notice of Discontinuance.

The number of cases with Permanent Partial Disability which
were litigated includes all those cases in which Permanent
Partial Disability awards were paid and a claim petition was
filed at any time during the life of that case, whether or not
the issue led to a formal hearing.

Temporary Partial Disability Data:

This category includes all cases in which Temporary Partial
Disability benefits were reported. This reporting 1is
considered to be inadequate. The Department's Records and
Compliance staff believes that some cases of Temporary Partizl
Disability are not reported to the Department on the Notice of
Discontinuance, which shows return to work. The average cf
Temporary Partial Disability benefits is thus probably not
completely reliable in this study, although it is probably more
reliable than the data in the open claim studies.

Cases With Rehabilitation:

This category includes all those cases in which a referral to
rehabilitation occurred at any time during the progress of the
case,

Cases with return to work include those in which the R-§
rehabilitation form indicates a return to work at the
completion of the rehabilitation plan, and cases that did not
have an R-8 form but a survey of the file or a telephone call
to the qualified rehabilitation consultant in charge of the
case indicated the employee had returned to work.

Breakdowns on return to work for various referral times reflect
the time between the date of the First Report of Injury and the

~date of referral to rehabilitation as evidenced by an k-1

"Insurer's Answer to a Request for Rehabilitation" form, an R-4
"Request for Rehabilitation" form, or an R-2 "Filing of Rehab-
ilitation Plan" form.

The percentage of return to work for dates of injury before
September 1, 1982, includes many cases in which, before the
correction of the Strandmark decision, referral to rehabili-
tation was spotty and often delayed. For dates of injury
between September 1, 1982, and January 1, 1984, rehabilitatiocon
administrative procedures were operating fairly smoothly, but
new-law benefits were not yet in effect. Cases after January

1, 1984, include those cases in which new-law benefits were in
effect.




